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This paper describes options avail£a)le to states for 
distributing funds for preschool education programs in light of the 
mandate of the Individuals with Disabilities Education Act that 
states must provide a free public education to children with 
disabilities, age 3 through 5 years. It begins with a general 
discussion of the different types of state funding formulas. A 1991 
national survey is reported which found that 36 states used different 
funding formulas for distributing funds for preschool education than 
they used for distributing general or special education funds for 
school-age special education services. Follcwing this, brief examples 
of funding fonaulas currently used tfif selected states for preschool 
programs are presented. These ares flat grant per child; flat grant 
per teacher/classroom unit; weighted pupil; and percentage of cost. 
Finally, some advantages and disadvantages of these different funding 
strategies are discussed. (DB) 
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The 1986 Amendments to the Education of the Handicapped Act 
(now called the Individuals with Disabilities Education Act) required states 
to extend their mandate for a free appropriate puUic education down to 
include children with disabilities, age 3 through 5 years, in order to continue 
to qualify for fedml fimding. While there has been some study of ^ial 
education funding formulas in general, not much work has been done to 
examine whether states are funding special education services differently 
for preschoolers than services for school-age populations. This paper will 
provide information regarding different options for distributing funds for 
preschool special education programs. This infoimation is intended to be 
useful to preschool special education coordinators and others involved in 
the administration of preschool programs at the state and local levels. 

States have a variety of options as to how to distribute state funds to 
local education agencies (LEAs) and intermediate education units (lEUs) 
for special education services provided to children with disabilities. The 
mechanism a state employs to distribute funds can impact on many aspects 
of the delivery of services, including who is seivcd and where they receive 
services. Ultimately, the funding formula should be easy to administer, 
provide incentives to serve only those students who require speckl 
education services, and encourage the provision of appropriate services in 
the least restrictive environment. 

This paper will begin with a general discussion of the diffiracnt types 
of state funding formulas to provide a context in which to understand the 
funding strategies states arc utilizing for preschool special education. 
Following this, l»ief examples of funding formulas cuirently used by 
selcctaJ states for preschool programs will be presented. Finally, some 
advantages and disadvantages of the different funding strategies will be 
discuss^. 

State Special Education Funding Formulas 

Moore, Walker, and Holland (1982) describe funding mechanisms 
for special education along two dimensions: the type of method used to 
distribute the allocation (e.g„ weights, percentages, flat grants), and the 
element upon which the allocation is based ( g., students, resources, costs). 
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variety of fofscil anas, ia^idiag pefsooBcl. mnsitioii. 

n^ed to foidi^ iiichde Ae msttacn io wUcb tpdand 
imschool fimdfflff is iSsirBMfid id lociri ccbctfkifi 
»fpaaes (LEAs), sotnces (tf fumSiv nriiich Sts^s drew 
qx» to save pRSclnd cfaikbai disrtwiitirs, and 
stale findiiv medttmsms for Uits populaian. 

Tlie 1991 survey of tiie SO stales and the 
I^ria oi ColundMa also soiii^ tofonnatkm lepnling 
mm fundii^ foiroidtt for pnsadxxd ^ptciai etfaicatkm 
services. Sides were adsedttefcritowing^ie^ons: 

1. Is there a fuodiBg foniaila/imediaiiisni used to 
altocaie stase gmmi efbicath. ; ftsKls for 
preschod specif c»hication servkcs «diich 
dafTers bom diat ised for sclKx.l-»ge special 



j This geaaa^a six tvpes (tf viUile condmttioiis of 
fonmila types: {I) WeigM Fkqia, a) Wetglisd 

j Teacher/CIassrooni Unit, (3) Pnncenta{^ oS S^arns, (4) 
Percentage of Cost (Excess Cost), (S) Flat Giant: Ftr 

I Child, and (6) Flat GiaM: Teacbei/ClasaaoRi UnU. 
The disci»»)o below e based on Moore. WaEca, sxl 

; Ifcdiand's categories (tf toding formalas. Rvpiiiposes 

I ai comparison. fomuilK are pasvd In tte discusskn. 

I lliepaientheikaliuinibers refer back 10 the list tfx»ve. 

* A Weight Piq»l (1) formula distrifautes 

filling on a per cluld basis, giving a difltopeot ddlar 
MiiourtiodilfaemtyiiesofrtudeBidiaracle ri stirs. For 
example, under a formula based upon categorical 
I l^ing. a studoM with midi^ disi^ties aittid 
I recdveahi^wrlevdctffiHidiivthttiastudattwhohas 
I mild fesning disalalities. A Per Child Flat Giwt (S) 
I fonmila provid«i the sane pa duld dcdlar ancunt fw 
: every student served. 

In Teachei/Classroom Unit formula fiuidiiig 
is determined on the basis (tf the classroom as a unM, 
iB^'x? thmi on the munbe? of individual chUdren served. 
A Fba CmA Teadbcr^Classroom Unit (6) formula 
disliilxtfes te saiM amoim of ftmfing for each 
clasnoom fornwd 10 serve diSifacn w^ disd)i&«s. A 
Weighted Teachei/Clasaoom UnU 0) fonmda provides 
a diflinent amount of fimdii^ %o difCeient types oi 
dasrooms: an exuofkt of ^ would be a forawla 
whidi imyvides increased fondmg for a self-coraamed 
cl^sroom for cfaikfacn who are draf and Mind, aid a 
lesser amotrnt for a resource room that serm stwioits 
with miU tetu^a^oa. 

Finding formolas whkli dbtribote money 
baKd OI a percentage of expnxttures are etther exc«5 
cost or peiceoiage of sskty formulas. In an Excess 
Cost (4) fonnula. the arooum ctf funtS^ provided is a 
percoi^ie ot Ac aaml costs ai snvii^ a stadeirt witti 
disabilities. One type of excess cost formula 
icimbmses (fi^ikfs on the basts of how much more it 
costs to educate an individual child with d i s ab i liti e s 
than a nondisabled child. Fonmilas which distribute 
funds on a Fercnitage of Salary (3) basi« pay distrkts a 
portion of the salary of the teacher or other special 
echication personnel This may take into account ptqal- 
! teacher noiosorminimurosalafks within the state. 

NEC*TAS collects data annually through a 
survey of st^ preschoc^ special educatioo cocrdin^ors 
(pobUshed in A Pnfile Section 619 Services). 
Recently the survey has been expaided to cover a 



e<hicmion KTvices? 

2. Is there a fisKling fcrmul^nechanism used to 
altociOe state special education funds for 
preschool qiecid etoation Krvices which 
differs from that used for school-age special 
citacation services? 

Those responding aflinnatively fo either (|uestion were 
ad»d to prD^ a description of tto formula(s). A 
total* (tf 36 st^ reported using different funding 
foraudas for distributhig fonds for preschool special 
ecki^ion: IS for fpwral eduction fonds, IS ^ 
qwcial educ^on fimds. and 6 for both. This 
informatifMi is dis|dayed in Figure 1 on p^ 3. 

Specsfk examples td the dififerent types of 
fonding fonnulas i»ed by st^ for preschool special 
edocittion are presented betow. (NOTE: Examples of 
weighied teacher/classroom mH and percemage of 
salaries formulas were not available.} 



State Examptes Preschool Funding 
Mechanisms 

FlfltCniBt! PftrCfaHd 

— ' ^ In Kansas, ail diiUren age 

S 6 thnxigh 21 yems are 
couitted as 1.0 fofi-time 
I equivalent (PTE) for state 
genond education fonds. 
while audraits a^ 3 throt^ S ycss are ccmnted as .5 
PTE for state general educatkm aid Thus, every 
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STATES WITH AFFERENT FUNDING FORMULAS FOR AUXXIATING FUNES FOR PRESCHOOL 
SPECIAL EDUCATION THAN FOR SCHOOL-AGE SPECIAL EDUCATION 




r^ Piflgmit fofimik fof inocating special cducatioB famte foi presclmol sprdal r-'wcation 

^3 Difrcrent fomnda for iDocatiiig genenl edncatkm fbmb for prescboo: .pcciil cducatioii 

VSM Different fonnuli for illocarti^both gnienl and special education foods for pieacbool special education 
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preschool-^ cUU geoenles the same doQar anKnnt, 
itganBcas of disability crpte c c men t 



I special 



la IkAt ttie aOocatioa d aate 
ediicartoB fuub for 
pnschooleis lo the LEAs is 

1 coiffli s>rt>miitwl to tbe fpdad 
govcnuneot, and a flat giant per 
child is distributed, m diffen 
bom the weighted {nqsil fonnola 
the stale uses to calculate the allocaticNi for school-a|^ 
speciri eAration scrvioea. 



Montana distributes 
special edu^kn fmids 
to an L£A when m least 
km stmtems, 3 
•Hough 5 years, with 
Uistibiiities have been 
identiiied. This qiaUlies the LEA for fuKfing for a .5 
FTE ^ial edDcation teacher. If the LEA ideotifles 
^ pscschoolen wift <S8^hics, U codifies lor a J 
FTE special education teacher and a J FTE aide. Ten 
or more preschoolen qualifies the LEA for a 1.0 FTE 
^jecid eAication teacher. 




In New Mexico, funding is 
I»ovided for spe^ edix^sioD 
students t^sed on levels of 
service, whkh com^pcmd to the 
amoinit erf time the shMleiit 
in specol cdocmion. The 
levels vary fipom A tiotHif^ D. 
with A rqxesoitii^ a tess 
intensive level of snvice (e.g.. lesowce room) and D 
being a higher percentage trf time spent outside the 
regular classroom. Pteschooiers «e funded at die same 
level as an D-level chiktrea of any age, itgardtess oS 
tbe type of placement in whidi diey are receiving 
services- 
Washington funds preschool 
speciid educffitiai mxofi&ig to 
the same principles it applies to 
school-^ smi^ That is, 
ttoweves, a separate fiaidiog 
duegoiy, "develcqmentally handte^iped." whKh can 





beapidiedtothisagegniqiL A preschooler also can be 
"coQMni miration disndefed," wMch genenttes a lower 
peiclfldamoH^ Dirtricts in Wasldngtoii can atdnnit a 
montMy chfld coimt, based upon the anmber of 
iadividu^ n rtwrjliwia l plans, and as annual avtiage 
amowt per rfaild dttermined on the basis of categorical 
Id^els. 



The manner in whtth fimd^ for 
pna^ool special etbratiOB m 
MImomi are dtstribttied was 
Rviaed lecenlly. tlie *>ew sysmn 
weot into efiect July 1. 1991. 
B^inaii^ widi school year 1991- 
92. there ait separate eariy dnldhood spedal education 
funds av»IaHe for ^wcial eihicatioo students, ages 3 
diroughS. State money will ftow to die (fistricts based 
iqx» af^nwed pn^ran oists in thne categories: 
contracted satems. binge benefits, facilities, 
nansponation, comprehensive system for personnel 
developmem (CSPD), purchase d services, materials 
and eipiipment. and indirea costs. 0»» are assessed 
on an hxfividual basis far each tfistrict Applications 
far altocadons wiO be due m Januaiy of each year and 
will be based on pipiections of die number of students 
to be served. By May of each (fistricts will 
prepare actmd budgets, aid csi amend didr child 
comits iqiwsds if nece^ary. 

State qjecial ediKatioi funds 
are paid to q^ved jne- 
school prograns directly by 
counti^ in New York, in 
accordance with a contract 
«ddi d» state eduction 
agency (SEA). The rates are 
^ppioved by the (SEA). The SEA romburscs the 
counties for op to S0% oi actual expenditures for 
ttudmts ages 3 and 4 years who are served in diese 
I^t^ams. For sdiocd-age children (^ 5 yeas and 
older), sdnol districts »pend and aie Uien rramfoursed 
1^ die SEA arandbig to the «ti^ aid formula. 



Advantages and Disadvantages 
ofDIfTerent Types of Funding Formulas 

The mamer in whkh a asOt dutribitfes 
fonding to local districts or inteimedi^ umts can 
impact on many aspects of die proviskw of special 
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eihK^aiion slices across the ^ate. SUto-tevel 
aAnuiistratora may value a fonnula that is easy to 
acbnku^, but shmiM kicep m mioA the fact that the 
fimnub wiU tnfli»)ce imi^mentatiofi df polid^s at tfie 
local level. Several key vari^^ iriudi the formttla 
may aflecl indude who receives servces, in what 
S setting services aie fROvkted, and how ^Mtods atre 
' classified Some gcmarEdiz^icms can be made legarding 
the advant^es and disadvmtages of the difioent types 
formulas for distrilntfing funds, Tte discussion 
I which fellows draws on Stme Speciaf Educaiion 

Finance System (OHeilly, December 1989), ptochnred j 
\ for the National Ai^odmiin of Stale C^Pectors (tf I 
I Special EdaMTMion. I 

In genoral, flat graut per pupM formulas bk 
\ easy to administer. Vm is the type df fundmg formula 
I by which the Office of Spec^ E&^atitm Rnograns 
I allocates federal pieschocd dollars m to Pan B. An I 
; unimendedcc»iseqiKm^of thisfimlingn»$c^ \ 
I be the overidentifKr^ttkm ctf childien with dfeabilslies. I 
; This can result since the district's award is bwed solely 
I on the luimber of childien ^rved. Ofton, howevo*. tt« 
\ per child awan) repr^ents only a small pcHtim ctf the 
j total cosi of poviding special editf:atmi to llw stuctent; j 
i thiscans^velocounUmttheincoitivetocn^kfc^tify 
: students* Another disadvantage of this type of fmmula j 
is that it fails to take into account the indivklual j 
diffeiemres in t)K co^ dl ediK:atmg sttKlents with 
I differing disabilit^s in different districts. I 

I Formulas based iqx>n flat grants for teacher/* | 

j classroom units also aie very e^ to achninisier. \ 
I However, tte use ctf a flm grant for classnx>m fonnula 
! can be problematic for stales in whkrh there are a lot of \ 
; small m rural school distrkts, for low iiKictence 
j (HOgrams, if siudanAs m serm) in caitegorical seuii^ 
Rural school districts, fw example, could have trouble 
I flnding sufTictem numbers oS diHients to qualify for i 
reimbursement for a tei^rber. Uie otl^ hand« this \ 
type of formula can serve as m iiK^ve to a school 
, distrk:t to achieve a high level of inie^ationm the I 

^ restrictive environment: this is true in Kfomana« sdnc^^ 

f distiicis receive tmly a J PTE for every foiff stuctents 

I iderified. Another disadvantage of flm grants fa 

classrooms is thm they do iK>t take into acoxml the 
actual cost of educating individiml stud^ts in districts 
with differing fiscal rescHirces. 

i 

Weighted pupU fonnulas can reimburse dis- | 
Iricts differentially based on the type of disability j 
students have. However, these fcmnulas of^ do not 



t^ into ac(muu differmt Tiscal realkks in each 
distria. The formulas dften are ctrnf/kK and can be 
dil^icult to actaaiisier. Misclassifcdtkxi can be 
retrarded aninte»ttiondly if the we^^Mi^ syston b 
ha^d on cat^cvies of di6al»lky, » cm idacraMMs in 
more rettrictive mviromnents if these ae reinriwsedia 
ahighcsrrsoe* These i^acc^iientscto have luf^co^ 
associated widi the ediwitiony s^vkes fHovided to the 
student Neverdieless, die Sisa^ diould examine how 
the fwmK formula nmy be impacting on pbcemem 
{ ctecisions at the toed k vel* Under New Ktexk:o^ 
i syston of teveh^ for imitance. the ftsmuUi provides 
j reimtorsemem to the LEA for preschoc^ers at the 
Ugh^ levd; tluis, the formula may serve as an 
mcentive for dbtricM to {dace chikl^v. sc^Hy based on 
thek educatkmal ne«^, »kI enoimr^ creative 
l^granuning in the least r^rictive environment. 

The cosiAwd m^totb ctf distritHition q( 
fuiKfing include pcrcra^e odT cost (excess cost) ami 
percrata^ €t sabrira formulas. An advsnt^e ctf a 
percentage of a>A fcmiula is that it t^dces into accoimt 
the diffoing costs assocbled with serving children in 
different districts* Ovists can be controlled somewhat 
j by die tevel of reimbursement die stiue is willing to 
\ provide. An unintt^i^ted cons^iic^Ke can be the 
I overcl^rKiatkin <tf ^iiK^Pls, sauce districts m ! 
reimbursed for a pettcenta^ erf the achi^ costs* but | 
I there is much less danger of miarlassificaiion since 1 
! there is no i^ed to dsp^y labels. j 

! i 

I FcHinulas which are l^sed cm pm^eniage of i 

I salar^ m mwch tess widely i^ by states, as w 
j those derived from wetted teaiAer/elafisrorai units. 
I Perc^nt£%e of satoy and weighted teacherA:lassroom 
I formulas are often easy to administer aiMl reqiure little 
j additional record-keei^g. However, both types oi 
teroulas cm be i&ffkuh to impten^ adistrtet level 
if sufTfci^t numbers of students are not, kien^fkd to 
conflitute a reimbursable unit. Anmher di^vantage of 
a weighted classrocmi formula is that this type of 
f»mula may sui^xvt placement of stucknis based upon 
their dis^lity c^govy, r^hc^ than t)K»r individual 
^lucatkmal ne^. On the c^ter tmnd, it may result in 
mme creioive i^ac^ents if a district has diHicuhy 
generating a fundable unit 

When state ^iiu^ralOTS reiq)onsibte for 
programs tiuu serve preschoc^ers with disabilities m 
examining ofAkm fw distributing fumib, they 
^louki ctmidd^ the o^^roll srtate funding fcrmula, and 
went with ti^ Mate legislature where necessary to 
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desigii a system to finmce services that is consistent 
wiA the s«^^ pdictes, pnoitties, and ateunistrtfive 
needs. Each funding formula has advantages and 
disadvtttta^ Stm policy mskm need to balance 
their desbe for a fonnula whidi is easy to atfaninis^ 
witii mceitives to local provklen to save only those 
students who require special ecfaiottkm in the most 
apfgofsim, leatt restrtetive enviimmem. 
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